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SUBJECT: SWISS REGULATION OF FOREIGN BROKERS AND UNDERWRITERS 
REF: STATE 79749 

1. THERE IS NO FEDERAL LAW IN SWITZERLAND REGULATING 
STOCK EXCHANGES. INSTEAD, INDIVIDUAL CANTONS (PARTICU- 
LARLY ZURICH, GENEVA, BASEL) HAVE ENACTED LAWS AFFECTING 
THEIR RESPECTIVE EXCHANGES AND EXCHANGES THEMSELVES ALSO 
PRESCRIBE RULES. BULK OF TRADING ON SWISS EXCHANGES IS 
HANDLED BY LARGE COMMERCIAL BANKS AND PRIVATE BANKS BUT 
BROKERS ALSO EXIST. EXCHANGE MEMBERSHIP IS NOT RESTRIC- 
TED TO DOMESTIC FIRMS AND SOME FOREIGN BANKS ARE MEMBERS. 

2. FOLLOWING BASED ON ADMITTEDLY VERY INCOMPLETE SAMPLE 
OF US BROKERS AND UNDERWRITERS ACTIVE IN SWITZERLAND 
WHICH EMBASSY HAS THUS FAR HAD OPPORTUNITY CANVASS SINCE 
REFTEL RECEIVED: 

A. US BROKERS IN SWITZERLAND ARE INVOLVED IN 1) PRO- 
VIDING SERVICES ON US AND CANADIAN EXCHANGES FOR INSTITU- 
TIONAL SWISS INVESTORS, I.E., MAINLY BANKS; 2) RETAIL 
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WHOM RESIDE IN SWITZERLAND; AND/OR 3) ARE ACTIVE IN 
EUROBOND AND RELATED MARKETS. 

B. SALES OF US SECURITIES TO INDIVIDUAL SWISS ARE GEN- 
ERALLY RULED OUT AS BEING THE RESPONSIBILIY OF SWISS 
BANKS. SOME BROKERAGE FIRMS INDICATE THAT THERE EXISTS 
SUCH AN UNDERSTANDING WITH SWISS BANKERS ASSOCIATION 
WHILE OTHERS, DENYING EXISTENCE ANY FORMAL OR INFORMAL 
UNDERTAKING, FEEL THAT EFFORT COMPETE WITH SWISS BANKS 
FOR INDIVIDUAL ORDERS WOULD RISK MUCH MORE LUCRATIVE 
BUSINESS SERVICING SWISS BANK TRANSACTIONS ON US EXCHANGES. 
THUS, FIRMS DO NOT ACTIVELY SOLICIT BUSINESS LOCALLY 
EXCEPT TO LIMITED EXTENT AMONG EXPATRIATE COMMUNITY. 

C. DESPITE REMOVAL SWISS RESTRICTIONS ON FOREIGN PUR- 
CHASE OF SECURITIES AND REMOVAL IET, US BROKERS SEE NO 
GREAT INTEREST YET ON PART US INVESTORS IN SWISS SECURI- 
TIES AND SEE NO PARTICULAR ROLE FOR THEMSELVES SHOULD 
SUCH INTEREST DEVELOP IN FUTURE. RATHER, US BROKERS 
ANTICIPATE CHANNELING ANY SUCH BUSINESS THROUGH THEIR 
SWISS BANK COLLEAGUES ALTHOUGH WE UNDERSTAND SOME ARE 
LOOKING INTO POSSIBILITY OF PURCHASING INTERESTS IN 

SWISS BANKS TO TAKE ADVANTAGE OFPOTENTIAL OPPORTUNITY. 

D. VERY FEW US NATIONALS HEAD US BROKER/UNDERWRITERS 
FIRMS IN SWITZERLAND AND WE KNOW OF NO WORK PERMIT PROB- 
LEMS. INTRODUCTION ON JULY 1 OF STAMP TAX ON BONDX/ 
SECURITIES PROCESSED IN SWITZERLAND FOR CUSTOMERS IN 
THRID COUNTRIES (ESPECIALLY GERMANY) WILL REDUCE REGIONAL 
ROLE OF US SECURITY FIRMS IN SWITZERLAND, A MATTER OF 
SOME CONCERN TO THEM BUT HARDLY DISCRIMINATING SINCE SAME 
PROBLEM CONFRONTS SWISS TRADERS AND TRANSACTIONS INVOLV- 
ING SWISS PURCHASERS ARE TAXABLE. 

3. EMBASSY WILL EXPLORE REFTEL QUESTIONS FURTHER WITH 
OTHERS AND REPORT AS APPROPRIATE. 

DAVIS 
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